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Summary

The National School Lunch and School Breakfast Programs, administered by the Food
and Nutrition Service (FNS) of the U.S. Department of Agriculture (USDA), are key components
of the nation’s food security safety net, providing free or low-cost meals to millions of
schoolchildren each day. To qualify their children each year for free or reduced-price meals,
many families must submit applications that school officials distribute and review. To reduce this
burden on families and schools and to encourage more children to partake of nutritious meals,
USDA regulations allow school districts to operate their meals programs under special
provisions that eliminate the application process and other administrative procedures in exchange
for providing free meals to all students enrolled in one or more schools in a district. Because
districts must use nonfederal funds to make up any difference between their costs and the
reimbursement from USDA, the special provisions are most attractive for schools with high
percentages of students eligible for free or reduced-price meals.

Under the most commonly adopted provisions, USDA reimburses districts for meals
served on the basis of data collected through applications in a “base year.” After 3 or 4 years,
unless districts can show that socioeconomic conditions have not improved, they must take
applications again to establish new base-year data that reflect the changes in conditions. The
need to reestablish a base year is challenging. After not taking applications for several years,
schools can lose institutional knowledge and find it difficult to process applications, while
families may resent completing what appears to be a new form when their children are already
receiving free meals at school. As an alternative, a periodic survey of a sample of families with
enrolled students could provide updated socioeconomic information for determining
reimbursements, and would be less burdensome than annual applications. For most districts,
however, collecting high-quality data at an affordable cost through a local survey could be a
substantial challenge.

A special provision that would incorporate new data reflecting changes in local
conditions without requiring applications to be taken or a special survey to be conducted every
few years would be attractive to school districts and families: it would further reduce burden and
could potentially increase the numbers of students who partake of school meals by expanding
their access to free meals. To this end, FNS asked the National Academies’ Committee on
National Statistics and Food and Nutrition Board to convene a panel of experts to investigate the
technical and operational feasibility of using data from the continuous American Community
Survey (ACS) to estimate students eligible for free and reduced-price meals for schools and
school districts. The ACS eligibility estimates would be used to develop “claiming percentages”
that, if sufficiently accurate, would determine the USDA reimbursements to districts for schools
that provided free meals to all students under a new special provision that eliminated the ongoing
base-year requirements of current provisions

The ACS is a natural source of data for deriving such eligibility estimates. As the
replacement for the long-form sample of the decennial census, the ACS is designed to produce
relatively precise estimates throughout the nation for small geographic areas, such as school
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districts, by surveying large samples of households and accumulating data over periods of 1, 3,
and 5 years, depending on an area’s population. Since becoming fully operational in 2005 (2006
for residents of group quarters), the ACS samples each month about 240,000 housing unit
addresses, a target that was increased to 295,000 in June 2011. No other national household
sample survey is nearly as large. The U.S. Census Bureau conducts the ACS and achieves high
overall response rates of 97 to 98 percent. Collecting information on households and their
members—including household composition, school attendance and educational attainment,
income, participation in government assistance programs, and other characteristics—the ACS
provides data for constructing estimates of total enrollment and students eligible for free and
reduced-price meals for schools and school districts. The panel examined alternative procedures
for constructing such estimates, provided the Census Bureau with a set of specifications, and
evaluated the resulting estimates.

The panel conducted this study in two phases. It first issued an interim report (National
Research Council, 2010), describing its planned approach for assessing the utility of ACS-based
estimates for a special provision to expand access to free school meals. This, the panel’s final
report, presents the panel’s findings and recommendations and concludes the second phase of the
study. The bottom line is a glass half-empty and half-full story. The half-empty part is the
panel’s conclusion that there is no immediately obtainable and usable set of estimates from the
ACS that would enable USDA to specify a new special provision eliminating periodic base-year
applications in all of the schools or entire districts that want to provide free meals to all students.
The half-full part is that the panel developed a set of procedures through which an assessment by
a school district could lead USDA to approve the use of ACS-based claiming percentages for
some or all of the district’s schools.

The panel’s initial goal was to identify a universally applicable method for estimating
ACS-based claiming percentages that could be used in any school district operating under a new
special provision. The panel anticipated that one or more simple adjustments might be needed to
account for consistent differences between ACS-based estimates and those from the traditional
certification process of the school meals programs.

However, the panel’s comparison of ACS estimates with administrative data for all
school districts and for all schools in five case study districts revealed that the ACS generally
understates the percentages of students eligible for free meals and overstates the percentages
eligible for reduced-price and full-price meals, particularly in schools and districts with high
percentages of students eligible for free and reduced-price meals. More important, the systematic
differences observed vary substantially across schools and districts. In Norfolk, Virginia, for
example, the differences between ACS estimates and administrative data are small, whereas in
Pajaro Valley, California, the differences are quite large.

Several major factors appear to contribute to such systematic differences in varying
degrees in different places: underreporting of Supplemental Nutrition Assistance Program
(formerly Food Stamp Program) participation by ACS respondents, use of annual income in the
ACS to determine eligibility rather than monthly income as in the application process, limitations
of using ACS data to count migrant and other students who do not live in traditional housing or
do not live in the district all year, the presence of charter schools and other school choice
opportunities that draw students from their neighborhood schools and the districts in which they
reside, and errors in the certification process. The variation in differences between ACS and
administrative estimates illustrated by Norfolk and Pajaro Valley demonstrates that a one-size-
fits-all approach to correcting for the effects of these and other factors will not work.

Accordingly, the panel suggests a more tailored approach to using ACS estimates in a
new ACS Eligibility Option (AEO). Essentially, an interested district would examine its annual
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ACS eligibility percentages to determine whether they were sufficiently close to the district’s
own certification percentages or, at least, differed in a consistent way from year to year. Should a
district such as Norfolk, where the ACS eligibility percentages are consistently quite close to
district-level data, determine that it was economically feasible to implement the AEO
districtwide or for a group of schools, the district could apply for and USDA could approve the
district’s adoption of the AEO. In a district such as Norfolk, the AEO could be implemented with
no correction or only a small correction for the differences between ACS and administrative
estimates and with an adjustment to reflect the different expected participation rates of students
in the free, reduced-price, and full-price categories when all students were offered free meals.

A district where there were substantial differences between ACS eligibility percentages
and district certification data would need several years of ACS and administrative data to
demonstrate the stability of a correction for such systematic differences. If such stability were
found, the district could apply for a version of the AEO that would correct for the differences by
benchmarking the ACS estimates to the administrative data. The district could operate an “AEO
base year” to provide sufficient data to establish the benchmarking correction and incorporate the
effects of the anticipated increase in participation due to offering free meals to all students. For
any district that adopted the AEO, the annual release of ACS estimates would allow the district’s
AEO reimbursement claiming percentages to be updated each year to reflect the changes in
socioeconomic and demographic conditions that are captured by the ACS. Nonetheless, districts
could opt out at any time.

Because consideration of the AEO raises complex issues and the resources available to
address such issues are limited, school districts will undoubtedly encounter technical and other
challenges in assessing whether to adopt the AEO and in implementing it if the assessment is
favorable. Recognizing these challenges, the panel offers a set of recommendations to facilitate
districts” assessment and implementation of the AEO and potentially improve the accuracy of
school meals program eligibility estimates based on the ACS.

One such recommendation is that FNS provide technical assistance to states and districts,
including the development and provision of a web-based “AEQO Calculator” for use by districts in
working with ACS estimates to assess and implement the AEO. The panel also recommends the
designation and supplemental funding of early implementers of the AEO as demonstration sites
and the commissioning of an independent evaluation to enhance understanding of the effects of
adopting the AEQ, including, especially, the effects on participation and administrative costs.

The panel’s recommendations also are designed to facilitate implementation of the AEO
by removing specific barriers to its adoption. Because National School Lunch Program
certification data are used to confer benefits for and administer other assistance and education
programs, some districts have been reluctant to adopt existing special provisions that eliminate—
for at least several years—the certification process and, thereby, certification data. These needs
of other programs might also be a barrier to adoption of the AEO, which permanently ends the
certification process. Therefore, the panel recommends that FNS, the U.S. Department of
Education, and other federal, state, and local agencies agree to allow school districts to use data
other than traditional National School Lunch Program certification data for individual and
aggregate reporting of economically disadvantaged students under the Elementary and
Secondary Education Act, as well as for other purposes.

In considering the AEO, some districts may wish to adopt it in a subset of schools with
especially high concentrations of students eligible for free or reduced-price meals rather than
districtwide. For such districts, the panel recommends that FNS and the Census Bureau agree on
protocols and schedules for the exchange of school attendance area boundary information and
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the dissemination of ACS estimates, and that FNS provide technical assistance for the
preparation of the geographic information needed by the Census Bureau.

Additional recommendations by the panel address activities to monitor and enhance the
accuracy of the ACS eligibility estimates that would be used to implement the AEO.
Specifically, the panel recommends collaboration among FNS, the U.S. Department of
Education, and the broader education research community in monitoring the prevalence of
school choice opportunities and evaluating the effects of such opportunities on the accuracy of
ACS eligibility estimates; monitoring by FNS of the accuracy of ACS eligibility estimates, the
accuracy of administrative certification estimates, and the accuracy and stability of differences
between the ACS and administrative estimates; sponsorship of research to develop a statistical
model that could be applied to all districts in adjusting for differences between ACS eligibility
estimates and school meals program certification data; and collaboration between FNS and the
Census Bureau to improve the methods for deriving ACS eligibility estimates, with a focus on
methods for small-area model-based estimation.

Although these recommendations and those pertaining to technical assistance and related
activities are appropriate for FNS to pursue if it chooses to implement the AEO, the panel
developed other recommendations that should be considered even if the AEO is not
implemented. These recommendations address some of the challenges associated with survey
and administrative data that the panel encountered in conducting its analyses.

One set of recommendations entails research activities that could improve ACS estimates
for all uses, particularly those that require estimating whether low-income individuals are
eligible for benefits under various assistance programs, such as the school meals programs. In
addition to research to assess the quality of the panel’s definition of “economic unit” for use in
determining eligibility for free and reduced-price meals with the ACS, the panel recommends
that the policy research community and the Census Bureau continue to investigate the causes of
and solutions for not only the underreporting of income and program benefits, but also the
differences in program eligibility estimates based on monthly and annual income.

Another set of recommendations entails research and other activities by FNS, the Census
Bureau, and the National Center for Education Statistics that would improve the quality and
availability of data pertaining to the school meals programs. These recommendations include
annual production and dissemination of district-level ACS estimates of total enroliment and
percentages of students eligible for free and reduced-price meals according to the panel’s
specifications (as revised based on further research); improvements in the quality and
comparability of administrative data on enrollment and certification in the school meals
programs; improvements in the quality, comparability, and availability of administrative data on
participation in the school meals programs; and a feasibility assessment of developing a program
for the periodic collection of data on the administrative costs of operating the school meals
programs.

This report presents and describes in detail the panel’s analyses and findings; the AEO
developed by the panel; and the panel’s recommendations for facilitating implementation of the
AEOQ, improving the accuracy of ACS estimates of eligibility for the school meals programs, and
enhancing the quality and availability of survey and administrative data for a broad range of
uses. If implemented, the AEO would provide an opportunity to expand access to free meals for
the nation’s schoolchildren and reduce administrative burden on schools and families.
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Introduction

The National School Lunch Program (NSLP) and the School Breakfast Program (SBP)
are federally assisted meal programs operating in public and nonprofit private schools and
residential child care institutions. The programs are intended to provide nutritionally balanced,
free or low-cost lunches and breakfasts to students each school day. They are key components of
the nation’s food security safety net, serving tens of millions of children who might otherwise
not obtain adequate nutrition.'

The Food and Nutrition Service (FNS) of the U.S. Department of Agriculture (USDA)
administers both programs at the federal level. At the state level, the programs usually are
administered by state education agencies, which operate them through agreements with local
education agencies (LEAs), commonly known as school districts.’

Certification of students’ eligibility for free or reduced-price meals on the basis of need
has historically involved substantial paperwork and administrative burden for schools and
families. To ease the administrative burden and expand the reach of the school meals programs,
since 1980 USDA regulations have allowed school districts to use special provisions for
determining federal reimbursement for meals served in one or more schools in a district. Under
two such special provisions, Provision 2 and Provision 3 (discussed further below), the district
provides free meals to a// students in the participating schools (supplementing federal funds with
local funds) while taking applications at most every 4 years. Three new special provisions for
providing universal free meals were authorized in the Healthy, Hunger-Free Kids Act of 2010.
The first, the Community Eligibility Option (CEO), will be permitted in schools, groups of
schools, or school districts that identify at least 40 percent of students as being categorically
eligible for free meals. Such identification is either through direct certification of students whose
families are on lists of participants in the Supplemental Nutrition Assistance Program (SNAP,
formerly the Food Stamp Program), the Temporary Assistance to Needy Families (TANF)
program, or the Food Distribution Program on Indian Reservations (FDPIR), or through
identification of students on other lists, including students who are homeless, foster children, and
children in other specified categories (see Chapter 2 for details). The second alternative allows
the Secretary of Agriculture to consider use of a periodic socioeconomic survey of households of

! This chapter draws heavily on Chapter 1 of the panel’s interim report (National Research Council, 2010).

*“The term “school food authority’ (SFA) is used for local agencies administering the school meal
programs (i.e., the governing body which is responsible for the administration of one or more schools and has the
legal authority to operate the school meals programs in those schools), while the term ‘local educational agency’
(LEA) is used for those responsible for the application, certification, and verification activities of the NSLP, and
SBP” (U.S. Department of Agriculture/Food and Nutrition Service, 2011b:2). Because the vast majority of
participating schools are part of school districts, we use the term “school district” throughout this report to refer to
local entities that enter into agreements with state agencies to operate the NSLP and SBP.
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schoolchildren by not more than three school food authorities (SFAs) participating in the NSLP.
The third option is the topic of this report. The act authorizes the Secretary of Agriculture to
consider implementing the approach recommended by this panel for using estimates from the
American Community Survey (ACS) and other data sources to determine reimbursement under a
new universal free-feeding provision that reduces administrative burden compared with the
traditional approach of taking applications and counting meals. We call this option the ACS
Eligibility Option (AEO).

In 2009, prior to the authorization of the three new special provisions, FNS began
investigating the feasibility of using data from the ACS in the administration of the school meals
programs in lieu of collecting applications. In exchange, schools or entire districts would provide
free meals to all students. FNS asked the National Academies’ Committee on National Statistics
and the Institute of Medicine’s Food and Nutrition Board to convene an expert panel to consider
ways of using ACS data for implementing the AEO. This, the panel’s final report, evaluates the
quality of the estimates that would be needed from the ACS for an AEO, suggests key elements
of a new AEO provision for consideration by FNS, and specifies a technical approach whereby
school districts could determine the utility of ACS estimates for an AEO and assess whether to
adopt the AEO. The panel also recommends further research and development to improve the
accuracy of ACS-based estimates and the availability of high-quality data with which to evaluate
alternative options for reducing administrative burden and feeding more children under the
school meals programs.

OVERVIEW OF SCHOOL MEALS PROGRAMS

USDA has provided assistance to elementary and secondary schools for meals served to
students for more than 70 years, initially by providing food commodities and later by also
reimbursing school districts for a share of the cost of meals served. The National School Lunch
Act, signed by President Truman in 1946, officially authorized the NSLP, although funds had
previously been appropriated for more than a decade without specific legislative authority. The
1966 Child Nutrition Act expanded the program and added the SBP on a pilot basis; 1975
legislation made the SBP permanent; and 1998 legislation expanded the NSLP to include
reimbursement for snacks served to students in after-school educational and enrichment
programs.

In 2010, the NSLP operated in more than 101,600 public and nonprofit private schools
and residential child care institutions. The program subsidized lunches for more than 29.6
million students each school day at an annual cost to the federal government of $10.9 billion.
The SBP operated in more than 88,600 schools and institutions in 2010 and subsidized breakfasts
for 10.8 million students each school day at an annual cost to the federal government of
$2.9 billion.”

Any child at a participating school may purchase a meal through the NSLP or SBP.
Students from families with incomes at or below 130 percent of the U.S. Department of Health
and Human Services’ (HHS) poverty guideline for their family size or who participate in certain
other assistance programs are eligible for free meals.* Those with incomes greater than

*FNS provided data for fiscal year (FY) 2010 from the National Data Bank on July 5, 2011.
*The U.S. Department of Health and Human Services’ (HHS’) Poverty Guidelines typically are published
in January. In about March, FNS publishes the income eligibility guidelines applicable to the school meals
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130 percent of the poverty guideline and less than or equal to 185 percent of the poverty
guideline are eligible for reduced-price meals. For reduced-price meals, students can be charged
no more than $.40 for lunch and no more than $.30 for breakfast. Students from families with
incomes over 185 percent of the poverty guideline pay full price, although their meals are still
subsidized to some extent. School districts set their own prices for full-price meals but must
operate their meal services as nonprofit programs. Most of the support USDA provides to
schools in the NSLP and SBP comes in the form of a cash reimbursement for each meal served.
As a result, schools must count and report the number of qualified meals’ by eligibility category
(free, reduced-price, or full-price).®

To determine students’ eligibility for free or reduced-price meals each year, school
districts must publicize the availability of those meals and accept applications by interested
families. School districts must also conduct verification studies of samples of applications to
determine the accuracy of the information that was provided and the eligibility status based on
that information. In addition, school districts, usually through their state education agency, are
required to work with other program agencies to directly certify students who are categorically
eligible—that is, automatically eligible for free school meals because their families are enrolled
in another assistance program, including SNAP, TANF, and FDPIR.” The families of
categorically eligible students who are not directly certified can also establish their eligibility for
free meals by providing a SNAP, TANF, or FDPIR case number on an application.

For many years, federal, state, and local officials have been concerned about the burden
of eligibility determination, verification, and meal counting, not only because of the time and
resources required but also because of the potential to discourage participation by families whose
children would be eligible for free or reduced-price meals. One problem with the current process
is the time required in the school cafeteria line to ascertain each child’s eligibility status, which
adds to program costs and the time each child spends in the lunch line. Another factor that
potentially discourages participation is the perceived stigma of distinguishing between students
who receive free or reduced-price meals and those who must pay full price. While overt
identification of students receiving free or reduced-price meals is prohibited, an FNS study (U.S.
Department of Agriculture/Food and Nutrition Service, 1994a) suggested that perceived stigma
is a major factor in nonparticipation. The study observed that perceived stigma generally is more
of an issue with high school than with elementary school students, with middle school students
being in a transition stage. More recently, Mirtcheva and Powell (2009:485) confirmed that
“stigma or possibly peers, affected participation [in the NLSP]. Neighborhood and school

programs. The 2011 child nutrition program income eligibility guidelines were issued March 25, 2011, and will be
effective from July 1, 2011, to June 30, 2012. For 48 states and the District of Columbia, a family of four with
income less than or equal to $29,055 is eligible for free meals, and with income greater than $29,055 and less than
or equal to $41,348 is eligible for reduced-price meals. Income eligibility guidelines vary by family size and are
higher for Alaska and Hawaii (http://www.federalregister.gov/articles/2011/03/25/2011-6948/child-nutrition-
programs-income-eligibility-guidelines).

°A qualified meal is one that satisfies the nutritional guidelines of the school meals programs; see Institute
of Medicine (2009).

®Reimbursement rates for school lunches during school year 2011-2012 are $.26 for full-price lunch, $2.37
for reduced-price lunch, and $2.77 for free lunch for schools with less than 60 percent of students eligible for free or
reduced-price meals in 2009-2010. If their free or reduced-price percentage was 60 percent or more, they are eligible
for an additional $.02 per meal for each category; see
http://www.fns.usda.gov/cnd/Governance/notices/naps/NAPs11-12.pdf.

"The 2004 Child Nutrition and WIC Reauthorization Act required that all school districts establish a system
of direct certification of students from households that receive SNAP benefits by school year 2008-2009.
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contextual variables had significant effects on school lunch take-up and the results differed
between high school and elementary/middle school students.”

As noted earlier, to reduce administrative costs and expand participation, federal
regulations issued in 1980 permitted individual schools to use one of two special provisions—
Provisions 1* and 2—designed to reduce paperwork and administrative burden in the school
meals programs; in 1995, Provision 3 was added. Provisions 2 and 3 require that schools offer
free meals to all participating students in exchange for collecting applications from students’
families (and using direct certification) and counting meals served by category at most once
every 4 years. Then, for the duration of use of either provision, schools count the total meals
served daily and claim reimbursement by category using the information from the last year in
which applications were taken and meals were counted by category.” In 2004, the Child Nutrition
and WIC Reauthorization Act (Public Law 108-265) expanded the opportunity to use Provision 2
or 3 to schools or groups of schools.

In 2010, the Healthy, Hunger-Free Kids Act established a new special provision—the
CEO—that allows schools to provide universal free meals. The CEO has been implemented as a
pilot program in three states during school year 2011-2012. In 2014-2015, all states will be
eligible to participate. On June 15, 2011, FNS announced that Illinois, Kentucky, and Michigan
were the states selected to participate in the initial year of the new program. The states identified
qualified school districts as those with at least one school eligible to participate. A school is
eligible to participate if the total number of identified students (categorically eligible according
to state or local lists, not applications) constitutes 40 percent or more of enrolled students.
Whether a qualified school district will choose to participate in the CEO is up to the district. The
total reimbursement to the district under the CEO is the sum of two components. The first is the
product of the number of meals served, the reimbursement rate for free meals, the percentage of
enrolled students who are identified divided by 100, and a factor specified by law/regulation
(currently 1.6)."° The second component is the product of the number of meals served, the
reimbursement rate for full-price meals, and 1 minus the product of the percentage of enrolled
students who are identified divided by 100 and the factor. Districts that participate must conduct
direct certification every 4 years, but may conduct direct certification more frequently.
Provisions 1, 2, and 3 and the CEO are discussed in more detail in Chapter 2.

While one in eight school districts had adopted Provision 2 and another 1 percent had
adopted Provision 3 as of 2004-2005,"' program operations under these provisions can be
challenging. At the end of 4 years, when it is time to apply for an extension or establish a new
base year, many schools have lost some of the institutional knowledge about procedures needed
to process applications, and families are no longer accustomed to completing the application
form.

¥Provision 1 requires recertification every 2 years and may be used only by schools that have at least
80 percent of students eligible for free or reduced-price meals. Provision 1 does not involve providing free meals to
all students.

’Provision 2 uses meal counts in the current year and claiming percentages from the base year to determine
reimbursement, while Provision 3 uses meal counts in the base year and adjustments for enrollment and number of
operating days in the current year to determine reimbursement. More detailed information about these provisions is
provided in Chapter 2.

®For purposes of reimbursement, the percentage of identified students times 1.6 is capped at 100 percent.

" According to U.S. Department of Agriculture/Food and Nutrition Service (2007a:47, Vol. I), 12.9 percent
of schools reported using Provision 2 and 1.3 percent Provision 3 in a nationally representative survey conducted
during school year 2004-2005.
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FNS would like to develop new methods for reducing the administrative burden on
schools and families and making it easier for more low-income students to participate in the
school meals programs. The AEO is one possible approach to accomplishing this objective. If
ACS-based estimates could be developed reliably for attendance areas for schools, groups of
schools, or entire districts, it might be possible to eliminate entirely the need for schools to
determine eligibility on a case-by-case basis every year or once every few years, and more
schools and districts might choose to provide free meals to all of their students.

CHARGE TO THE PANEL

In response to a request from FNS, a panel of experts, convened by the Committee on
National Statistics and the Food and Nutrition Board, studied technical and operational issues
involved in using the ACS and other information to provide small-area estimates of students who
are eligible for free and reduced-price school meals. These estimates would provide “claiming
percentages” by which USDA would reimburse school districts for providing free meals to all
students attending specified schools. The charge to the panel states:

The panel will consider the ability of the ACS to provide estimates for school attendance
areas, built by aggregating sampled values for census blocks and applying sampling
weights. It will consider the quality of these estimates in terms of sampling variability,
reporting error, timeliness, and other features that may affect their fitness for use, and
how they might be used in combination with estimates from other data sources, such as
the Census Bureau’s Small Area Income and Poverty Estimates Program (SAIPE) and
administrative records. It will also address the process by which school districts and
USDA can best obtain needed ACS estimates from the Census Bureau and the effects that
expanding free school meals may have on participation in meal programs.

The panel conducted its work in two phases and issued two reports during a 36-month
period: (1) the panel’s interim report (National Research Council, 2010), released at the end of
year one, outlined methods for developing ACS-based estimates and the panel’s plan for
evaluating those estimates; and (2) this, the panel’s final report, presents conclusions and
recommendations concerning a method for making use of the ACS to implement the AEO. The
Committee on National Statistics obtained input during the project as needed from the Food and
Nutrition Board.

STUDY APPROACH

In addition to considering the issues explicitly identified in its charge, the panel examined
the quality and comparability of administrative data concerning school district enrollment and
percentages of students certified as eligible for free and reduced-price meals; compared the
definitions of eligible students in the school meals programs against the combination of ACS
variables that best approximates those definitions; and evaluated model-based eligibility
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estimates'? provided by the U.S. Census Bureau. These assessments and evaluations led the
panel to formulate several research recommendations.

The panel began its work by learning about the school meals programs from FNS and
about the ACS, SAIPE model-based estimates, and geographic issues from the U.S. Census
Bureau. We gathered information about the School Attendance Boundary Information System
(SABINS), a database of school attendance boundaries developed with funding from a National
Science Foundation grant, and worked with the principal investigator, Dr. Salvatore Saporito, to
develop attendance boundaries for schools in the districts we selected for case studies. We
learned about assessments of the accuracy of ACS data from researchers and principal data users
and about work on the impact of income variability on eligibility for school meals from the
Economic Research Service, USDA. We listened to presentations from the Government
Accountability Office concerning its evaluations of the school meals programs and learned about
the ACS group quarters data and plans for the future of the ACS from the Census Bureau. We
sought information about administrative data from FNS and the National Center for Education
Statistics (NCES) concerning the number of schools in districts, enrollment, percentages of
students certified as eligible for free meals, and percentages certified as eligible for reduced-price
meals. We compared these data and found that although they are frequently consistent, they
conflict more often than we expected.

The panel collected a considerable amount of data to support the study. Five case study
districts—Austin, Texas; Chatham County, Georgia; Norfolk, Virginia; Omaha, Nebraska; and
Pajaro Valley, California—were recruited to provide detailed information concerning school
attendance area boundaries, enrollment, number of children certified as eligible for free meals,
and number certified as eligible for reduced-price meals, as well as number of meals served by
eligibility category. The case study districts were chosen from medium-sized and large
enrollment districts in which at least 25 percent of schools had free and reduced-price eligibility
percentages greater than 75 percent, and at least 25 percent of schools had free and reduced-price
eligibility percentages less than 50 percent. Because these districts have a substantial number of
schools where the AEO is likely to be too expensive to implement (free and reduced-price
percentage less than 50 percent) and a substantial number of schools where the AEO may be
economically viable (free and reduced-price percentage greater than 75 percent), we thought
these districts might represent those that would be interested in the AEO for a group of schools
rather than the entire district.

The panel also worked with the Census Bureau and NCES to obtain ACS estimates and
standard errors prepared according to our specifications (Appendix D) for public school
enrollment and percentage of students eligible for free, reduced-price, and full-price meals for all
school districts in the country and for schools with attendance boundaries in the case study
districts. In addition, the Census Bureau provided model-based estimates for percentages eligible
for free and for reduced-price meals. We conducted extensive data analysis in formulating our
conclusions.

The panel also conducted a workshop with school food authority directors from our case
study districts, school food authority directors from districts with experience in using Provision
2, and one state representative. The purpose of the workshop was to help us understand local
issues pertaining to a potential new provision such as the AEO, and to learn what information
school districts would need to help them decide whether to adopt such a new provision. We also

"2The model based-estimates provided by the Census Bureau are described in more detail in Chapter 3 and
Appendix C.
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conducted a survey of districts that had implemented Provision 2 or 3 to obtain information
about their reaction to these special provisions.

ORGANIZATION OF THE REPORT

Chapter 2 provides background on the school meals programs and examines quality
issues associated with the programs’ operations. Chapter 3 describes the panel’s technical
approach; it summarizes the framework used to evaluate estimates, describes the data collected,
and outlines the analyses conducted. Chapter 4 provides the results of the panel’s analysis. It
addresses the evaluation of systematic differences between ACS estimates and administrative
data and the reasons for these discrepancies. It considers the precision of the estimates and
relates that precision to year-to-year variation that school districts might expect when using the
ACS and to year-to-year variation as observed in administrative data (an indication of the
variation in reimbursement that school districts experience now). Chapter 4 also considers the
impact of using the lagged data available from the ACS to determine reimbursement. Further, it
provides an analysis (based on the limited data available) of differences in reimbursement that
might be expected when using eligibility estimates to define claiming percentages instead of
using the traditional participation-based claiming percentages. Chapter 5 provides the panel’s
approach to developing and implementing a new provision based on the ACS (the AEO). It
addresses how and where the AEO might be implemented now, as well as issues FNS should
consider for future refinement of the AEO. Chapter 6 provides recommendations for future
research and the provision of improved data by FNS, NCES, and the Census Bureau. Appendix
A is a glossary of terms and acronyms used in the report. Appendixes B through G provide
technical detail, while Appendix H contains biographical sketches of the panel members.
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The School Meals Programs

This chapter describes criteria for eligibility and the process for application, certification,
verification, participation, meal counting, and reimbursement in the National School Lunch
Program (NSLP) and the School Breakfast Program (SBP), as well as the limitations of the
current administrative process. It is essential to understand all elements of the school meals
programs before considering alternative procedures that could reduce administrative burden and
make it possible to provide nutritious meals to a greater number of the nation’s schoolchildren.'

ADMINISTRATIVE PROCESS OF THE SCHOOL MEALS PROGRAMS

This section describes the overall flow of the administration of the school meals
programs and then provides detail on eligibility; certification; verification; participation; and
counting, claiming, and reimbursement.

Process Flow

Figure 2-1 illustrates the flow of the school meals process, from determining the
eligibility of students to serving them nutritionally qualified meals, noting that the distributions
of students and meals served across the free, reduced-price, and full-price meal categories at each
point differ. The first two boxes and the first oval in the figure reflect distributions based on all
enrolled students; the second oval and last box relate to average daily meals served. For
simplicity, we have assumed that the process depicted in the figure occurs instantaneously and
have ignored how the distributions and the relationships among them change over time.”

INSERT FIGURE 2-1 HERE

The top box in the figure, labeled “E7: All Students—True Eligibility (Unobserved),”
represents the distribution of all enrolled students by their true eligibility status, including those
who are eligible for free meals using program rules described below; those who are eligible for
reduced-price meals using those rules; and all other students, who are eligible only for full-price
meals. As noted, this distribution is not observed. The process by which students are identified

'This chapter draws heavily on Chapter 2 of the panel’s interim report (National Research Council, 2010).

?As discussed below, a student paying full price at the beginning of the school year can be approved for
free meals later in the year if, for example, the family’s income falls. Once approved, the student can continue to
receive free meals for the remainder of the year (and up to 30 days into the next year until a new eligibility
determination is made), even if the family’s income rises above the eligibility threshold for free meals.
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and approved as being eligible for free or reduced-price meals is known as certification.’
Students who are found to be eligible through the certification process become approved
students.

The second box in the figure, labeled “Cy: Approved Students—Truth (Unobserved),”
represents the distribution of all enrolled students according to a certification process with no
errors. Some students who are eligible for free or reduced-price meals decline to participate in
the certification process. All students who either do not apply or are not directly certified for free
meals are eligible only for full-price meals, as are those students who apply but are found to be
ineligible for free or reduced-price meals. The distribution, Cr, is not observed. The number of
students in the free category of Cr will be less than or equal to the number in the free category of
Er by the number of students who were not directly certified and who did not apply for benefits.
Enrolled students who were not directly certified and did not apply for benefits will be in the
full-price category of Cr. Likewise, students in the reduced-price category of Er who did not
apply will be in the full-price category of Cr.

The first oval (and third item) in the figure, labeled “Cp: Approved Students—
Observed,” represents the distribution of enrolled students into categories of approved for free
meals, approved for reduced-price meals, and eligible for full-price meals, in which the
categories of approved for free or reduced-price meals are as determined by the actual operation
of the certification process and maintained in school records. The certification process is
described below. The difference between Cr and Cpis due to misclassification of students
(errors) during the certification process. For example, some students who are eligible for free
meals may have been approved for reduced-price meals.

On any given day, a student may bring a meal from home or purchase a meal that does
not qualify for reimbursement because it does not satisfy the nutritional requirements of the
school meals programs. Hence, schools must count the total number of reimbursable meals
served each day and note whether each student taking a meal is approved for a free or reduced-
price meal or must pay full price. The last two distributions in Figure 2-1 reflect the distribution
of average daily reimbursable meals served across the three categories.

The second oval (and fourth item) in the figure, “My: Meals Served—Observed under
Traditional Approach,” represents the distribution of meals served across the free, reduced-price,
and full-price categories in a school that uses the traditional procedures for certifying students
and claiming reimbursement. While some students never participate (take meals) or participate
on only some days, others participate every day. When students line up in the cafeteria with their
trays, a cashier determines whether each meal served qualifies as reimbursable under the school
meals programs according to such criteria as food group composition and serving size. The
cashier determines whether the student is approved for a free or reduced-price meal in a way that
ensures there will be no overt identification of the student’s eligibility category.” This process
provides the meal counts maintained in school records that are used to determine federal
reimbursements in the school meals programs.

3The certification process encompasses both direct certification by comparison of student enrollment lists
with state and local lists of participants in several means-tested programs and the solicitation, submission, and
review of applications.

*The Richard B. Russell National School Lunch Act (Section 9B(10), p. 3-22) states:
“(10) No physical segregation of or other discrimination against any child eligible for a free lunch or a reduced-price
lunch under this subsection shall be made by the school nor shall there be any overt identification of any child by
special tokens or tickets, announced or published list of names, or by other means”
(http://www.fns.usda.gov/cnd/governance/Legislation/NSLA _12-13-10.pdf).
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The third box (and fifth item) in the figure, “My: Meals Served—Universal Free Meals
(Unobserved),” represents the participation distribution when meals are provided free to all
students. The distribution is unobserved because meals are not counted by category when they
are provided free under a special operating provision such as Provisions 2 or 3 or the American
Community Survey (ACS) Eligibility Option (AEO). The available evidence suggests that if
meals are provided at no cost, more students participate. This distribution is important in
assessing the costs and benefits of a new provision, and a primary objective of the panel was to
determine whether there is a reliable and operationally feasible method for estimating this
distribution for a school, group of schools, or school district using available data.

Eligibility

Students are eligible for free school meals if their family’s “current” income is at or
below 130 percent of the poverty guideline for their family size. Current income requested on the
application form “may be for the current month, the amount projected for the first month the
application is made for, or for the month prior to application” (U.S. Department of
Agriculture/Food and Nutrition Service, 2011b). Students are “categorically eligible” for free
meals if someone in the family participates in certain other means-tested public assistance
programs targeting the low-income population. Specifically, students are categorically eligible
for free meals if their families receive assistance from the Supplemental Nutrition Assistance
Program (SNAP, formerly the Food Stamp Program), Temporary Assistance to Needy Families
(TANF), or the Food Distribution Program on Indian Reservations (FDPIR). A student also is
categorically eligible if he/she is enrolled in a Head Start or Even Start program or is (1) a
homeless child as determined by the school district’s homeless liaison or by the director of a
homeless shelter, (2) a migrant child as determined by the state or local Migrant Education
Program coordinator, or (3) a runaway child who is receiving assistance from a program under
the Runaway and Homeless Youth Act and is identified by the local educational liaison. With the
passage of the Healthy, Hunger-Free Kids Act of 2010, foster children also are categorically
eligible for free meals.

Students who are not eligible for free meals are eligible for reduced-price meals if their
family’s “current” income is greater than 130 percent of the poverty guideline and at or below
185 percent of the poverty guideline. All other students are eligible only for full-price meals
(U.S. Department of Agriculture/Food and Nutrition Service, 2011b).

b

Certification

Certification is the process by which students are approved as being eligible for free or
reduced-price meals. There are two types of certification: direct certification and the solicitation,
submission, and review of applications. School districts, often through their state education
agency, directly certify “categorically eligible” students based primarily on their participation in
SNAP, TANF, or FDPIR. The 2004 Child Nutrition and WIC Reauthorization Act required that
all school districts establish a system of direct certification of students from households that
receive SNAP benefits by school year (SY) 2008-2009. Some states or districts also make use of
TANF or other program data as part of direct certification. For direct certification, states or
districts match lists of students (including names, addresses, and so on) with the administrative
data concerning individuals participating in SNAP or other assistance programs. Students
matched in this way are “directly certified” as being eligible for free school meals. Parents are
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notified that their children are eligible and do not need to file an application. Matching for direct
certification is done at least once a year, and beginning in 2011-2012 will be done three times a
year.” Some states and districts conduct direct certification more frequently to identify newly
eligible students. For example, Washington State conducts direct certification monthly. In 2009-
2010, an estimated 72 percent of students from SNAP-participant households nationwide were
certified for free school meals through direct certification without applications.® In 2010-2011,
this number increased to 78 percent.” As a result of errors in record matching or participation in a
program for which a state does not perform direct certification, however, some categorically
eligible students are not directly certified. Families of such students can establish their
categorical eligibility by providing a SNAP, TANF, or FDPIR case number on their application
for school meals.®

The application process begins just prior to and at the start of a school year (normally
mid-July through early September), when school districts send a letter to the parents of their
students describing the school meals programs, inviting them to apply, and providing an
application form.” The application requests information about participation in SNAP or other
assistance programs, family composition, and family income. School or district officials review
the applications and make a determination as to whether the students listed on the application
should be approved for free or reduced-price meals. If an application lists a legitimate case
number for SNAP or another approved program, the students are certified as being categorically
eligible for free meals.

While most applications are submitted at the beginning of the school year, applications
and eligibility are in effect from the date of approval through the entire school year and up to 30
operating days into the subsequent school year until a new eligibility determination is made. A
family may submit an application at any time during the year, and it may do so later in the year
if, for example, its income has fallen or it has started participating in SNAP or TANF, qualifying
it for greater benefits under the school meals programs.

The distribution of approved students by category for the school meals programs in fiscal
years (FY) 2005 through 2010 is shown in Table 2-1. This is the Cp distribution in Figure 2-1.

INSERT TABLE 2-1 HERE

It should be noted that not all families with students who are eligible for free or reduced-
priced meals submit applications. In 1994, the Food and Nutrition Service (FNS) reported that
“available data indicate that between 16 percent and 25 percent of potentially eligible families do
not apply for school meals benefits” (U.S. Department of Agriculture/Food and Nutrition
Service, 1994a:1-5). Although this may no longer be true in light of incentives (such as the

°A 2011 interim rule issued by the U.S. Department of Agriculture (USDA) requires direct certification
using SNAP records at least three times a year, beginning in 2011-2012.

SState-level direct certification rates for SNAP (excluding Alaska, with a direct certification rate over
100 percent) ranged from 47 percent to 91 percent. A SNAP direct certification rate may be overstated if the state
also directly certifies using TANF or FDPIR records (U.S. Department of Agriculture/Food and Nutrition Service,
2010:14).

"In 2010-2011, state-level direct certification rates ranged from 51 percent to 97 percent (excluding Alaska)
(U.S. Department of Agriculture/Food and Nutrition Service, 2011a:14).

*If the family provides a valid SNAP, TANF or FDPIR case number on the application, they do not need to
provide information about family income.

Some districts are moving to electronic applications.

2-4

Copyright © National Academy of Sciences. All rights reserved.



Using American Community Survey Data to Expand Access to the School Meals Program
Prepublication Copy, Uncorrected Proofs

allocation of funds in other programs using the school lunch eligibility percentage) and processes
(such as direct certification) for certifying as many eligible students as possible for free meals,
more recent estimates are not available.

An FNS study enabled a comparison of the distributions of eligible and certified students
(U.S. Department of Agriculture/Food and Nutrition Service, 1999). It used data from the
Current Population Survey (CPS) to estimate the percentage of students who were income-
eligible for free and reduced-price meals, providing a survey-based estimate for £7 (Figure 2-1),
with eligibility based on annual income data. These estimates were compared with the numbers
of students approved as eligible for free or reduced-price meals, Cp. Table 2-2, taken from that
report, indicates that the number of students certified was growing from 1993 through 1998,
whereas the number eligible according to annual income was flat or declining. By 1998, the
number of students approved for free meals was 127 percent of the number of students who were
estimated to be income-eligible for free meals, and the number of students approved for free or
reduced-price meals was 102 percent of the number of students who were estimated to be
income-eligible for free or reduced-price meals, indicating the possibility of over certification in
the school meals programs. As noted in a study by the National Research Council of the National
Academy of Sciences, “results like this contributed to the Improper Payments Act of 2002,
which requires that various federal agencies identify and reduce erroneous payments in their
programs” (National Research Council, 2009:14).'” Subsequent research found that at least some
of the difference between income eligibility estimated from the CPS and approval status under
the school meals programs could be due to how income relative to poverty is measured (annual
or monthly) and to changes in monthly income from the time of application to the time of
verification (U.S. Department of Agriculture/Economic Research Service, 2006b).

INSERT TABLE 2-2 HERE

In response to the Improper Payments Act, FNS funded the Access, Participation,
Eligibility, and Certification (APEC) study in 2004 to obtain national estimates of the amounts
and rates of erroneous payments in the NSLP and SBP (U.S. Department of Agriculture/Food
and Nutrition Service, 2007b). Erroneous payments may be due to certification errors attributable
to household misreporting or administrative mistakes or to noncertification errors in counting
and claiming payment for reimbursable meals. The study used a complex sample design to
survey school districts, schools, and students.

The APEC study provided baseline estimates of erroneous payments for the 2005-2006
school year. It also provided parameters for estimation models to allow FNS staff to update
estimates of erroneous payments. The study found that 77.5 percent of all certified students and
denied applicants were correctly certified or denied meal benefits, whereas 22.5 percent were
certified in error or erroneously denied benefits. The study also found that overcertification was
more common than undercertification: the percentage of students certified for a higher level of
benefits than that for which they were eligible (the overcertification rate) was 15 percent; the
percentage of students either certified for a lower level of benefits than that for which they were

"%As discussed in Chapters 3 and 5 of the 2009 National Research Council report, estimates of eligibility
based on annual income are likely to be too low, given that families may have one or more months of low income
that would qualify them for free or reduced-price meals even when their annual income exceeded the income
eligibility limits.
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eligible or erroneously denied benefits (the undercertification rate) was 7.5 percent. More
detailed results from the APEC study are discussed later in this chapter.

Verification

In addition to special studies, such as the APEC study, the accuracy of the certification
process is examined through a requirement for school districts to verify a sample of NSLP
applications annually. Typically, a school district is required to conduct an annual verification of
3 percent or 3,000 (whichever is smaller) of the applications approved and on file as of October 1
of the current school year.'" Verification is to be completed by November 15 of the current
school year. Samples are to be selected from “error prone” applications, those from families
whose reported monthly income is within $100 of a school meals eligibility threshold
(130 percent or 185 percent of the applicable poverty guideline). The households that submitted
the applications selected for verification are required to submit documentation of income for any
point in time between the month prior to application and the time of verification. School districts
make at least one follow-up attempt with households that fail to respond. Students in households
that fail to provide the required documentation are removed from eligibility. Results of
verification studies are reported annually on form FNS-742. Data for each school district are
reported through state agencies to FNS regional offices, which upload the data to FNS
headquarters, where they are maintained.

Participation

Any student attending a school that participates in the school meals programs may obtain
a meal for free or at the reduced price, if so approved, or by paying the full price for the meal. As
noted earlier, cashiers assess which meals meet the nutritional requirements of the NSLP and
SBP and, for qualifying meals, record each student’s approval status (free, reduced-price, full-
price) in a way that does not overtly identify the student’s status. Meal counts by category are
aggregated for each month for the school, the school district, and the state. This process provides
the meal counts maintained in school records, which are also reported at the state level to FNS
via form FNS-10.

FNS defines participation to be the 9-month (September-May) average of each month’s
average daily meals served, divided by an attendance factor of .927 to account for absenteeism.
This yields an estimate of the expected number of meals that would be served if students were
never absent. Table 2-3 is from a special tabulation from the FNS National Data Bank that was
provided to the panel in 2011. It shows participation in the NSLP by year and the percentage of
meals servei(zi that were free, reduced-price, or full-price. The percentage distribution is My in
Figure 2-1.

INSERT TABLE 2-3 HERE
Another way of analyzing participation is to calculate a rate for each meal category (see
Table 2-4). Dividing participation (average daily number of meals served divided by .927) in a

"In some states, the state agency conducts the verification.

"2The factor .927 is used by FNS to estimate what participation would be if students were never absent.
FNS derives participation estimates by applying the assumption that all students, including those who are eligible for
free and reduced-price meals, attend school at the same rate of .927. The panel did not use this factor in any of its
analyses.
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category by the total number of enrolled students approved in that category shows consistently
higher participation by students approved for free meals (81.9 percent in 2009-2010), followed
by students approved for reduced-price meals (73.1 percent in 2009-2010). Students having to
pay full price participate at lower rates (43.7 percent in 2009-2010).

INSERT TABLE 2-4 HERE

Additional information on participation is available from the School Nutrition Dietary
Assessment Study-I1I (SNDA-III) (U.S. Department of Agriculture/Food and Nutrition Service,
2007a). The main focus of the study was on assessing the nutritional content of school meals and
identifying students’ and parents’ reasons for participation or nonparticipation. The study used
the following two definitions of participation: (1) the percentage of enrolled students who took a
meal that qualified under the school meals programs on a target day; and (2) the percentage who
“usually” took such a meal, with “usually” being defined as 3 or more days per week.

On a typical day in the 2004-2005 school year, about 62 percent of all students
participated in the NSLP and about 18 percent in the SBP according to SNDA-III. Nearly three-
quarters of students reported participating in the NSLP on 3 or more days per week, and one-
quarter reported participating in the SBP on 3 or more days per week. Parents of students who
did not participate in the NSLP reported some of the same reasons for this decision as those
given by students—for example, that their child did not like the cafeteria food (68 percent) or
preferred to bring a lunch from home (65 percent).

Table 2-5, based on SNDA-III, shows the percentage of enrolled students who
participated in the NSLP on a target day in 2004-2005 separately for elementary, middle, and
high school students by income level and reported receipt of free or reduced-price meals (official
approval status was not determined). The table shows that about 87 percent of all elementary
school students with family income less than or equal to 185 percent of the poverty guideline
(that is, students income-eligible for either a free or a reduced-price meal) and 62 percent of all
elementary school students with family income more than 185 percent of the poverty guideline
participated in the NSLP on the target day. For middle school students, participation rates were
lower than those for elementary school students in all three income categories; participation by
those income-eligible for a reduced-price meal fell between participation by those eligible for a
free meal and those not eligible for either a free or a reduced-price meal. For high school
students, participation rates were lowest of all among those income-eligible for free meals and
those income-eligible only for full-price meals.

INSERT TABLE 2-5 HERE

One of the panel’s objectives was to recommend a method for estimating the unobserved
distribution in Figure 2-1 labeled “My: Meals Served—Universal Free Meals (Unobserved).”
This distribution reflects what would happen in the future if a district adopted free meals for all
students through a new approach that used available data, such as those from the ACS, to
establish claiming percentages' for reimbursement from the U.S. Department of Agriculture

P Claiming percentages are used in determining a school district’s reimbursement for the school meals
programs. In the traditional approach in the contiguous states in the 2011-2012 school year, a school district with
less than 60 percent of students eligible for free or reduced-price meals in the 2009-2010 school year was
reimbursed $2.77 for every free lunch served, $2.37 for every reduced-price lunch served, and $0.26 for every full-
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(USDA), the AEO option. A student who was approved for a reduced-price meal would save
$.40 per meal with universal free meals, and a student who would otherwise pay the full price for
a meal would save the entire amount that was charged by the school district. Consequently, one
might expect that the increased participation due to providing free meals to all students would be
greatest among students who formerly had to pay full price for their meals, followed by those
who paid a reduced price. As described in Chapter 3, however, one participant in the panel’s
workshop with selected school nutrition directors noted that, based on his experience, providing
free meals to all students also increases participation among students who have always been
eligible for free meals because the stigma associated with the program has been removed.

Counting, Claiming, and Reimbursement

The meal-counting process begins when the cashier determines whether a student’s meal
qualifies as reimbursable (by satisfying the programs’ nutritional requirements) and whether the
student is approved for a free meal or a reduced-price meal or must pay full price. As noted
above, a student’s approval status cannot be overtly identified by this process. Thus, for example,
all students taking a reimbursable school meal must go through the same cashier line, regardless
of eligibility status. According to the APEC report (U.S. Department of Agriculture/Food and
Nutrition Service, 2007b:16, Vol. I):

To obtain meal reimbursements, school personnel must accurately count, record,
and claim the number of reimbursable program meals actually served to students
by category—free, reduced-price, and paid (except for schools using Provision 2
or Provision 3 in non-base years). To do this, school districts must put in place a
system that issues benefits, records meal counts at the school’s point of service,
and reports them to the central district office. The district must receive reports of
meal counts from the schools, consolidate them, and submit claims for
reimbursement to its state agency.

States report monthly aggregates to FNS on form FNS-10. FNS uses these data to
determine reimbursements due to the states, which distribute the reimbursements to the
school districts.

Most of the support USDA provides to schools in the NSLP and SBP comes in the form
of a monthly cash reimbursement for each meal served. Table 2-6 shows reimbursement rates by
eligibility category for school year 2010-2011. (Rates may be adjusted annually.) Schools that
served more than 60 percent free and reduced-price lunches 2 years earlier are eligible for $.02
more per category for the NSLP (shown in parentheses in the table); schools that served more
than 40 percent free and reduced-price lunches are eligible for higher severe-needs rates for the
SBP (shown in parentheses in the table). Higher reimbursement rates also are in effect for Alaska
and Hawaii.

price lunch served as part of the NSLP. A district with 60 percent or more of students eligible for free or reduced-
price meals in the 2009-2010 school year received an additional $.02 per lunch. There are separate reimbursement
rates for breakfast. The claiming percentages are the percentage of total meals (separate for lunch and breakfast) that
are served to students eligible for free meals, the percentage served to students eligible for reduced-price meals, and
the percentage served to students who must pay full price.
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INSERT TABLE 2-6 HERE

SPECIAL PROVISIONS AND OPTIONS FOR OPERATING THE
SCHOOL MEALS PROGRAMS

As discussed in Chapter 1, schools, groups of schools, or entire school districts may
choose to apply for one of four special provisions or options instead of following the traditional
procedures for eligibility determination and meal counting. Typically, they apply for these
provisions through the state. These provisions are most appropriate for areas with high
percentages of students eligible for free or reduced-price meals. Provisions 1 and 2 were
included in federal regulations in 1980, while Provision 3 was included in 1995. The Community
Eligibility Option (CEO) was approved under the Healthy, Hunger-Free Kids Act of 2010 and is
being implemented as a pilot in Illinois, Kentucky, and Michigan for school year 2011-2012, and
will be available to all states in 2014-2015. Each special provision results in some variation on
the traditional method for establishing claiming percentages.'* Two other options were
authorized for consideration by the Secretary of Agriculture in the Healthy, Hunger-Free Kids
Act of 2010—use of a periodic socioeconomic survey and the AEO. These provisions and
options are summarized in Box 2-1.

INSERT BOX 1 HERE

Provisions 1, 2, and 3, the Community Eligibility Option, Use of a Socioeconomic Survey,
and the ACS Eligibility Option'®

Provision 1 permits schools enrolling at least 80 percent of students who are eligible for
free or reduced-price meals to certify students’ eligibility for free meals for 2 years instead of
reestablishing eligibility every year. Provision 1 enables administrative efficiencies, but does not
involve providing universal free meals. There are currently very few (perhaps no) schools
operating under Provision 1.

Provision 2 permits schools, groups of schools, and entire school districts to establish
claiming percentages for federal reimbursement in accordance with information collected during
a base period and to serve all meals at no charge for a 4-year period. The first year is the base
year, during which the school provides all meals for free but collects applications, makes
eligibility determinations, conducts verifications, and takes meal counts by type.'® During the
next 3 years, the school performs no new eligibility determinations or verification checks and
counts only the total number of reimbursable meals served each day.'” Reimbursement during
these years is determined by multiplying the total count of reimbursable meals for a claiming

" Although claiming percentages are not used explicitly to claim reimbursement under traditional operating
procedures, we discuss them explicitly in this report to illustrate the differences among the traditional procedures
and the various special provisions and options.

SENS provides information about all provisions at http://www.fns.usda.gov/cnd/Governance/prov-1-2-
3/provisionl 2 3.htm.

"®Note that with the operation of a base year with universal free meals and the collection and processing of
applications, the reimbursement for a district is based on data that reflect the impact of changes in participation
resulting from the provision of free meals.

""Under Provision 2, the count of the total number of meals served need not be broken down by eligibility
category.
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month by the percentages of free, reduced-price, and full-price meals served during the
corresponding month of the base year to estimate the number of meals served in each category.
The base year is included as part of the 4 years. At the end of each 4-year period, the district may
apply to the state agency for a 4-year extension if the income level of the school’s population has
remained stable, declined, or improved only negligibly since the base year.'® If an extension is
not appropriate, the district may return to the traditional method or apply to conduct another
Provision 2 base year, use a streamlined base year, or convert to Provision 3 (either with a
Provision 3 base year or using the original Provision 2 base year). Some schools use Provision 2
only for the SBP. These schools still collect applications, make eligibility determinations, and
perform verifications for households with students that participate in the NSLP.

Provision 3 permits schools, groups of schools, and school districts to receive the same
level of federal cash and commodity assistance each year during a 4-year period, with some
adjustments. The base year is the last year the school made eligibility determinations and
counted reimbursable meals by type, and typically meals are not served free during this year
(although they may be). For the subsequent 4-year period, schools must serve meals to all
participating students at no charge, and do not make additional eligibility determinations or
conduct additional verification checks. Reimbursement is based on current-year reimbursement
rates and meals served by category during the base year, with adjustments for changes in
enrollment and number of operating days. In contrast with Provision 2, the base year of
Provision 3 is not included as part of the 4 years, and schools may charge students for meals
during the base year. At the end of each 4-year period, the district may apply to the state for a 4-
year extension if the income level of the school’s population has remained stable, declined, or
improved only negligibly. If an extension is not appropriate, the district may return to the
traditional method or apply to conduct another base year, conduct a streamlined base year, or
convert to Provision 2 (either with a Provision 2 base year or using the original Provision 3 base
year as the base year for Provision 2).

The Community Eligibility Option permits schools, groups of schools, and school
districts to provide meal service to all students at no charge for 4 years if they identify 40 percent
or more of enrolled students as being categorically eligible for free meals through direct
certification or as certified by local officials, mainly through lists of, for example, homeless
students, migrant students, runaways, or foster students. Such students are termed “identified
students.” The estimated percentage of free meals is the product of the percentage of enrolled
students who are identified and a specified factor (currently 1.6). This percentage is capped at
100 percent. The estimated percentage of full-price meals is 100 percent minus the estimated
percentage of free meals.'” The reimbursement is the total number of meals served times the sum
of the product of the percentage of free meals and the free meal reimbursement rate and the
product of the percentage of full-price meals and the full-price meal reimbursement rate divided
by 100. Schools or school districts are required to conduct direct certification every 4 years to
reestablish eligibility and the percentage of identified students. However, they may conduct
direct certification more frequently and, if the percentage is larger, may use the larger percentage

"®The income level of the school’s population meets this definition if it has not improved by more than
5 percent, after adjusting for inflation, between the base year and the comparison year. Income is measured by the
source of socioeconomic data the district used in its approved application for provision status to the state.
http://www.fns.usda.gov/cnd/Governance/prov-1-2-3/Prov2Guidance.pdf.

It is assumed that no reduced price meals are served.
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to claim reimbursement. If the percentage is smaller, they are not required to use it in
intermediate years.

A Socioeconomic Survey was first used in the Philadelphia Pilot Project. FNS often
uses pilot projects to test alternative procedures for the school meals programs. Since 1991 in the
School District of Philadelphia, about one-third of schools have been operating under the
traditional procedures, and about two-thirds have been providing free meals to all students and
developing claiming percentages by combining information about students in households directly
certified for free meals with information from a household survey designed to determine
eligibility for free and reduced-price meals (Reinvestment Fund, 2007). The application and
verification processes are eliminated for the latter schools. The steps in the process for estimating
claiming percentages include direct certification, followed by a survey of non-directly certified
students. The direct certification and household survey data showed that 79.6 percent of students
attending schools with universal free meals were eligible for free or reduced-price meals in
school year 2006-2007. As illustrated later in this section, reimbursement for the part of
Philadelphia where eligibility is determined from a socioeconomic survey is based on the
eligibility distribution of enrolled students rather than on participation.

In the early 2000s, FNS commissioned the U.S. Census Bureau to develop eligibility
estimates for schools in the School District of Philadelphia from the 2000 census long-form
sample,20 which the ACS replaces, to determine the usefulness of such estimates in place of a
special survey or other method (U.S. Census Bureau, 2005). The estimates from the decennial
census were compared with the counts of students approved for free and reduced-price meals
from the National Center for Education Statistics’ (NCES”) Common Core of Data (CCD) for all
schools in Philadelphia. The study found that on average, 61 percent of students were eligible for
free or reduced-price meals based on the 2000 census, compared with 74 percent approved
according to the CCD.*'

The Philadelphia pilot, the only district in the country using a socioeconomic survey, was
scheduled to end after the 2009-2010 school year. However, the program was granted an
extension, and now the Healthy, Hunger-Free Kids Act of 2010 authorizes the Secretary of
Agriculture to consider an approach that uses a periodic socioeconomic survey of households of
children enrolled in schools within a school food authority (SFA) in not more than three SFAs
that participate in the NSLP. According to the law, use of a socioeconomic survey would also
require universal free feeding and reimbursement based on eligibility as determined through the
survey. The law requires further that USDA establish requirements for use of such surveys,
including criteria for survey design, sample frame validity, minimum level of statistical
precision, minimum survey response rate, frequency of data collection, and other criteria as
deemed necessary.

The AEO is the name selected by the panel for a potential new provision relying on the
ACS and other information to establish claiming percentages.”” The Healthy, Hunger-Free Kids
Act of 2010 authorized the Secretary of Agriculture to consider implementing the AEO. Like

*Although eligibility for the school meals programs is, as noted above, based on monthly income for
students who are not directly certified or otherwise categorically eligible, estimates from the decennial census must
be derived using the annual income data that are collected on the long-form questionnaire.

*'The data cited in this paragraph are for year 2000. Data cited in the preceding paragraph are for 2006-
2007. The Reinvestment Fund compared 2000 census Public Use Microdata Sample (PUMS) data with ACS 2005
data and documented a drop of 5 percent in eligibility for free and reduced-price meals (not counting eligibility
because of participation in SNAP and receipt of public assistance income).

Detail on how the AEO might work is provided in Chapter 5.
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Provisions 2 and 3, it would permit schools, groups of schools, and entire school districts to
serve all meals at no charge. Under the procedures recommended by the panel, the AEO would,
like Provisions 2 and 3, establish claiming percentages for federal reimbursement using
information collected during a base period. A difference between the AEO and Provisions 2 and
3, however, is that the AEO claiming percentages would be updated annually, using estimates
from the ACS, and there would be no requirement to conduct a new base year periodically.
During the first year of the AEO, the participating schools in a district would provide free meals
to all students but collect applications, make eligibility determinations, conduct verifications, and
count meals by category. The base year data used to determine reimbursement would include the
impact on participation of providing free meals. In the following years, the schools would
conduct no new eligibility determinations or verification checks and count only the total number
of reimbursable meals served each day. The mechanism for determining reimbursement under
the AEO is discussed in general later in this chapter, with detail provided in Chapter 5.

Department of Education Requirements for Using NSLP Certification Data Under
Provisions 2 and 3 and the CEO

Title 1, Part A, of the Elementary and Secondary Education Act of 1965, as amended
(ESEA), requires a local education agency (LEA) to rank schools based on the percentage of
students who are economically disadvantaged and, for accountability purposes, requires reports
of progress toward achievement standards for economically disadvantaged students:

To meet this requirement an LEA must have school level data on individual
economically disadvantaged students. For many LEAs information from the
NSLP is likely to be the best, and perhaps the only, source of data available to
identify these students. Moreover, in the case of priority for public school choice
and eligibility for supplemental education services, the law specifically requires
an LEA to use the same data it uses for making within-district Title I allocations;
historically, most LEAs use school lunch data for that purpose.”

With Provisions 2 and 3 and the CEO, the NSLP data on which students are eligible for
free and reduced-price meals are no longer available during nonbase years. The Department of
Education disseminated guidance to states on this issue,”* which states that “for purposes of
disaggregating assessment data by the economically disadvantaged subgroup for reporting and
accountability and for identifying students as economically disadvantaged in implementing
supplemental education services and priority for school choice, school officials may deem all
students in a CEO school as economically disadvantaged.” The same treatment is provided for
Provision 2 and 3 schools. Further, “when annually determining the eligibility of a CEO school
to receive Title I funds and its Title I allocation, an LEA must assume that the percentage of
economically disadvantaged students in the school is proportionate to the percentage of meals for
which the CEO school is reimbursed for free meals by the USDA for the same school year.”
Provision 2 and 3 schools are to use the percentage of students certified as eligible for free or
reduced-price meals during the base year for this purpose. For schools operating under the

“Memorandum from Carl Harris, Deputy Assistant Secretary for Education to State Commissioners of
Education, dated May 20, 2011.
*Ibid.
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traditional approach, the percentages are derived annually from the school meals certification
and verification process.

Comparison of Provisions and Options

Provision 1 offers the least reduction of administrative burden among the six
alternatives—Provisions 1, 2, and 3; the CEO; use of a socioeconomic survey; and the AEO—
because it reduces the burden of the application process by only about one-half by requiring that
applications be taken once every 2 years. In the second year, applications are still needed for
students new to the school district. Provision 1 has no impact on participation. All other
provisions and options offer a greater reduction of administrative burden; in return, schools
electing to adopt one of these provisions or options must use sources other than federal funds to
pay the difference between the federal reimbursement and the cost of providing all meals at no
charge. According to the Food Research and Action Center, “schools with high percentages of
low-income students—75 percent or more in some cases—are able to use Provision 2 for both
breakfast and lunch without losing money. Some schools have opted to use Provision 2 for just
breakfast when the percentage of free and reduced-price students is as low as 60 percent.”*
According to the SNDA-III study, 12.9 percent of schools used Provision 2 and 1.3 percent of
schools used Provision 3 to provide free lunches to all students in school year 2004-2005 (U.S.
Department of Agriculture/Food and Nutrition Service, 2007b:47).

The CEO offers the greatest reduction in administrative burden because it does not
require base year applications from families to establish claiming percentages and relies only on
identification of categorically eligible students through direct certification and local officials’
lists. However, it can be used only by schools or districts with more than 40 percent of enrolled
students who are “identified,” and according to this criterion, only 3.5 percent of districts
reporting on form FNS-742 in 2009-2010 would be eligible to participate in the CEO
districtwide.

Provisions 2 and 3 and the AEO could be implemented by any district determining that
doing so would be economically feasible, subject to approval. The AEO is similar to Provision 2
in terms of reduction of burden during the first 4-year period. Under the procedures
recommended by the panel, however, the AEO would provide additional savings thereafter
because it does not require subsequent base years. In comparison with Provisions 2 and 3, the
AEO has an advantage in that it uses annual releases of ACS data to update claiming percentages
each year to reflect changes in socioeconomic conditions in a district. A disadvantage is that the
survey data are less timely and therefore slower to reflect changing conditions than new
certification data from a new base year.

2See http:/frac.org/newsite/wp-content/uploads/2009/05/provision2.pdf.
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ALTERNATIVE REIMBURSEMENT FORMULAS

The reimbursement formulas discussed below may be applied for an entire school
district, a group of schools, or an individual school. Should a district choose to use multiple
options within the district, the reimbursement formulas are applied separately, and the sum is the
reimbursement for the school district.

Under the traditional procedures for operating the school meals programs (and
under Provision 1), federal financial assistance to school districts is calculated as the total
number of reimbursable meals served to students approved for free, reduced-price, or full-price
meals multiplied by the applicable meal reimbursement rates. Thus, the federal government’s
outlays (G) for reimbursable meals under the NSLP or SBP are:

G, = R"M/ + R"M] + RPM?

= (RS M{ + R" M¢ + RP Mg M
B M, M, M J|*

= [BRR,"|M,
where

G, 1s the federal government’s outlay for reimbursable meals in
month ¢, in dollars;

R/ 1s the reimbursement rate for free meals for this school year,
in dollars (e.g., $2.77 for the NSLP in 2011-2012, if the
school is not eligible for an increment);

R’ 1s the reimbursement rate for reduced-price meals for this
school year, in dollars;

R? 1s the reimbursement rate for full-price meals for this school
year, in dollars;

M 7/, is the total number of free meals served in month ¢;
M ", is the total number of reduced-price meals served in month z;
M ”, is the total number of full-price meals served in month ¢;
M,=M’',+M", +M?, s the total number of reimbursable meals served in month ¢,
and
BRR,'is the blended reimbursement rate for the traditional approach
(denoted by “T”) in month ¢.

The second way of writing the federal government’s outlays shown above (the three
terms in brackets) illustrates the use of claiming rates (if expressed as a ratio) or claiming
percentages (if expressed as a percentage). The claiming percentages under traditional operating
procedures are the percentage of meals served in each eligibility category (free, reduced-price, or
full-price). The third way of writing the federal government’s outlays shown above illustrates the
concept of the blended reimbursement rate (BRR) as a summary measure of the three claiming
rates, and is used in later chapters to illustrate the effects of using different estimates as a basis
for reimbursement.
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Under Provision 2, the numbers of meals served by category—M ', M ", and M 7, —
are unknown because they are not counted, but the total, ,, is known, and can be used along

with counts of meals served by category during the same month of the base year to determine the
reimbursement amount. Therefore, the reimbursement formula for Provision 2 is:

M M7 M?
RI =L | +R" <—°’t> + RP (—‘”) M,
Mo, Mo, Ly

= [BRR{]M,

G? =

where

G ?, 1s the federal government’s outlay for reimbursable meals
served in month # in Provision 2 schools, in dollars;
R’, R",and R’ are reimbursement rates as defined above;
M, is the total number of reimbursable meals served during
month #;
M7, 1s the total number of free meals served in month ¢ of the base
year;
M, 1s the total number of reduced-price meals served in month ¢
of the base year;
M?,, 1s the total number of full-price meals served in month ¢ of
the base year;
M,, =M o+ M o;+MPo, is the total number of reimbursable meals served during
’ month ¢ of the base year; and
BRth is the blended reimbursement rate for Provision 2 in month ¢.

The ratios in the first version of the equation above are the Provision 2 claiming rates, based on
the percentage of meals served in each category in the base year. Like the BRR for the traditional
approach, the BRR for Provision 2 varies from month to month.

Under Provision 3, meals served by category are estimated by using meals served in the
same month of the base year multiplied by a factor reflecting the change in enrollment and the
number of operating days relative to the base year. Therefore, the reimbursement formula for
Provision 3 is:

G? = RISM{, + R"SM, + RPSMD,

f p
M M M,
RI =L | +R" <—°'t> + RP <—°'t> SMo
Mo, Mo, Mo,

where

G, is the federal government’s outlay in month ¢ for Provision 3
schools, in dollars;
R’, R",and R’ are reimbursement rates as defined above;
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M7, 1s the total number of free meals served in month ¢ of the base
year;

M, 1s the total number of reduced-price meals served in month ¢
of the base year;

M?,, 1s the total number of full-price meals served in month ¢ of
the base year;

My, = M({ L+ M+ Mp, is the total number of meals served during month t of the
' " base year;

4 is a ratio adjustment (ratio of current year to base year value)
reflecting changes in enrollment and the number of operating
days (e.g., if enrollment increased by 5 percent since the base
year and the number of operating days were unchanged, the
factor would be 1.05); and

BRR} is the blended reimbursement rate for Provision 3 in month 7.

The claiming percentages and BRR under Provision 3 are identical to the claiming percentages
and BRR under Provision 2. Total reimbursements are different, however, because under
Provision 2, schools count the number of meals served in each month (M), while under
Provision 3, schools use the number of meals served in that month of the base year, adjusted only
for changes in enrollment and operating days (using 9), as an estimate of the meals served in the
current month.

Under the Community Eligibility Option, reimbursement is based on the total number
of meals served, the ratio of the number of identified students®® to the number of enrolled
students in the base year (or a year since the base year),”” and a factor specified in the Healthy,
Hunger-Free Kids Act of 2010. The factor was set by the act at 1.6, and can be updated by the
Secretary of Agriculture beginning with the 2014-2015 school year. The factor is intended to
estimate the additional number of eligible students who would have been certified through the
traditional application process. The CEO reimbursement formula uses just two rates—free and
full-price—and is:

I I
60, = R zg) + R? (1 - 2 9)| M,
— [BRRCEO| M,

*Identified students are certified as eligible for free meals based on documentation of receipt of benefits or
categorical eligibility as described in section 245.6a(c)(2) of Title 7, Code of Federal Regulations. They include
students who are directly certified, on the homeless liaison list, income-eligible for Head Start or pre-K Even Start,
in residential child care institutions, migrants, runaways, foster children certified through means other than an
application, and other nonapplicants approved by local officials.

*'The base year immediately precedes a district’s implementation of the CEO. Under the CEO, districts
may conduct direct certification on a yearly basis. If the most current data show an increase in the percentage of
enrolled students who are identified, the district may use that percentage for determining the USDA reimbursement.
If the data show a decrease, the district may continue to use the original percentage. (From a memorandum issued by
the U.S. Department of Agriculture, Food and Nutrition Service, Director of Child Nutrition Division, Cynthia
Long, dated May 20, 2011.)
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where

G “F9, is the federal government’s outlay in month ¢ for CEO
schools, in dollars;

R’ is the reimbursement rate for free meals as defined above;

R? 1s the reimbursement rate for full-price meals as defined
above;

I/E 1is the ratio of the total number of identified students (I) to
total enrollment (E) as of April 1 of the base year or a
subsequent year;

@ 1is a factor specified by the Secretary of Agriculture (currently

1.6), and the product goé is restricted to being no greater than

100 percent; and
BRR“®Cis the blended reimbursement rate for the CEO.

Under the CEO, the claiming rate for free meals is the ratio of identified students to enrolled
students times the factor. The claiming rate for reduced-price meals is zero. The claiming rate for
full-price meals is 1 minus the claiming rate for free meals.

Using a socioeconomic survey (as in Philadelphia), a district combines the data from the
survey with the number of directly certified students to estimate the percentage of enrolled
students eligible for free, reduced-price, and full-price meals. The reimbursement formula is:

Ef ET EP
o () o () o ()

— [BRRsurvey]Mt

where

G.*“e 1s the federal government’s outlay established for the schools
providing free meals to all students;
M, is the total number of reimbursable meals served in month #;

R/, R",and R? are reimbursement rates as defined above;

E/ is the number of enrolled students who have been directly certified or
estimated as eligible for free meals based on a survey of students’
families;

E" is the number of enrolled students who have been estimated as
eligible for reduced-price meals based on a survey of students’
families;

Eis the total student enrollment;
E? = E— E/ — E" is the number of enrolled students who are eligible for full-price
meals; and
BRR*™ " is the blended reimbursement rate for the schools that provide free
meals to all students and use data from the survey to determine
reimbursements (roughly two-thirds of the schools in Philadelphia).
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f ET p
In this equation, the claiming percentages are the eligibility ratios %, %, and E?

Under the AEO the panel considered two potential reimbursement equations. The first
is modeled after the option that relies on a socioeconomic survey and uses claiming rates based

on eligibility:
62w = [gr (2 4 pr <Er) +RP (Ep> M
t B E E E/|
= [BRRAEOM] M,
where

G tACS () is the federal government’s outlay for reimbursable meals
served in month ¢ by AEO schools in dollars (the (1) denotes
that this is the first version of the AEO proposed for using
ACS data, and it uses eligibility estimates alone to define the
claiming percentages);

R’, R",and R’ are reimbursement rates as defined above;

M, is the total number of reimbursable meals served in month #;

E/ / E 1s the estimated fraction of enrolled students who are eligible
for free meals based on the ACS and other sources;
E’ / E 1s the estimated fraction of enrolled students who are eligible
for reduced-price meals based on the ACS and other sources;
E?JE=1-E’ /]E—E"/E 1s the estimated fraction of enrolled students who are eligible
for full-price meals based on the ACS and other sources; and
BRR**°W s the BRR under the assumption that claiming percentages are
based on student eligibility fractions estimated using the ACS
and other information.

The computations for BRR*™ and BRR***) are the same, and these BRRs do not vary
from month to month. However, these BRRs are based on different data. A local socioeconomic
survey is used to estimate the eligibility-based claiming percentages in the former, and the ACS
is used to estimate the eligibility-based claiming percentages in the latter.

In light of the differences between the distributions of students by eligibility category in
Table 2-1 and the distributions of meals served by eligibility category in Table 2-3, a concern
with the above “enrollment-based” reimbursement equation—that is, an equation based on the
distribution of enrolled students—is that it might be unfair to districts. Specifically, as illustrated
in an example presented by FNS at the panel’s first meeting,?® districts might receive smaller

*FNS gave a hypothetical example of a school with 70 percent of students eligible for free meals,
10 percent eligible for reduced-price meals, and 20 percent eligible for full-price meals. In this hypothetical school,
however, 77.7 percent of meals were served to students eligible for free meals, 10 percent of meals to students
eligible for reduced-price meals, and 12.3 percent of meals to students eligible for full-price meals. In this example,
the average reimbursement per meal based on the eligibility distribution is $2.17, while the average reimbursement
per meal based on the participation (meals served) distribution is $2.36. (In this situation, the school was eligible for
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reimbursements than they would with a “participation-based” equation—that is, an equation
based on the distribution of meals served. Therefore, the panel focused on a more general
expression for the AEO reimbursement formula®:

ACS(2)
t

G = [RCT + R"C™ + RPCP]M,

= [BRRAEO@] M,
where

GACS2) is the federal government’s outlay for reimbursable meals served in
month ¢ in AEO schools in dollars, with the (2) indicating that this is
the second version of the AEO considered by the panel, and it is
based on estimated claiming percentages that account for both
eligibility and participation;

R/, R",and R? are reimbursement rates as defined above;
M, is the total number of reimbursable meals served in month #;

C’/ is the claiming rate for free meals, an estimate of the fraction of
reimbursable meals served to students eligible for free meals;

C" is the claiming rate for reduced-price meals, an estimate of the
fraction of reimbursable meals served to students eligible for
reduced-price meals;

C? =1-C' — " is the claiming rate for full-price meals; and
BRR**°?is the BRR when claiming rates are based on both eligibility and
participation.

As indicated by the formula, the BRR does not vary from month to month.

The claiming rate for a category is the estimated fraction of reimbursable meals that are
served to students who are eligible for that category, although meals would be provided free to
all students. The three claiming percentages are the My distribution in Figure 2-1, and, as noted
earlier, one objective of the panel was to determine whether there is a reliable and operationally
feasible method for estimating this distribution.*

ERRORS IN METHODS FOR DETERMINING REIMBURSEMENTS

Both the traditional method and the special provisions and options have limitations that
result in errors in determining reimbursements. The limitations associated with the traditional

the $.02 per meal increment, and the reimbursement rates for free, reduced-price, and full-price meals were $2.70,
$2.30, and $.25.)

¥ A special case of this formula uses the enrollment percentages from the previous formula to estimate the
claiming percentages.

*9As shown in Chapter 5, meals served claiming percentages can be expressed in terms of the product of
eligibility percentages and participation rates.
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method are described in the following section. The limitations associated with the special
provisions are described in the final section.

Traditional Method

Currently, the majority of school districts use what we call the “traditional” method of
operating the school meals programs. As described earlier, at the beginning of the school year,
the district initiates a process in which parents are asked to apply for free or reduced-price meals
by supplying their income and the number of household members or the information required to
establish categorical eligibility (e.g., a SNAP case number).’’

In this process, parents of students who are not directly certified need to apply in order
for their children to receive the benefits of free or reduced-price meals. If a family that is eligible
for these benefits does not apply and is not identified by direct certification, the students have
been denied access to free or reduced-price meals to which they are entitled.*?

Even if parents submit an application form for their children, they must complete it
correctly. To do so, they must have an accurate understanding of the program definitions of
income and membership in the household. When parents are asked to report the number of
household members, for example, they need to know that the count does not include foster
children living in their household® but does include relatives such as aunts or grandparents who
are part of a student’s economic unit. The parents need to know which forms of income should
and should not be included and the correct dollar amounts for included forms. The application
process further requires that parents apply these concepts accurately to their individual family
situation.

Once an application has been submitted, school or district officials must review it and
determine whether the students in the family are eligible for free or reduced-price meals (or must
pay full price). Even if the application is completely accurate, errors can be made at this stage in
the certification process. Although the required annual verification of a sample of applications
may reduce errors in the completion and review of applications, substantial certification errors
still remain, as discussed below.

Once a student has been approved for free or reduced-price meals or the application for
such benefits is denied and the student must pay full price for a meal, the meal counting and
claiming process begins. A school must retain daily records of the number of meals served for
each eligibility status by linking a reimbursable meal served to a student and then linking that
student to his or her certified eligibility status. The school’s daily records are compiled and
submitted to the school district, and the school district submits them to the state. The state
completes form FNS-10, providing the information that FNS uses to determine reimbursements.
At each stage of this process, errors may occur.

The APEC study (U.S. Department of Agriculture/Food and Nutrition Service, 2007b),
discussed earlier, found that the certification process is especially prone to error, with
approximately 9 percent of total reimbursements for both the NSLP and SBP considered
erroneous because of certification errors. The study reported on two sources of certification
error: (1) household reporting errors and (2) administrative errors made by districts in processing

*! An application does not need to be submitted if a student has been directly certified for free meals.

32This is not counted as a certification error in official statistics, however.

33This statement was true when the panel began its work, but the policy has changed. According to U.S.
Department of Agriculture/Food and Nutrition Services (2011b) foster children are now to be counted as part of the
household.
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applications. It established that 23.2 percent of all certified students and denied applicants had
household reporting errors on their forms, while 8.3 percent were subject to administrative
error.”* (The two sources of error could occur on the same application and could have been
offsetting.) Household reporting error led to overcertification for 13.5 percent of applications and
undercertification for 9.7 percent of applications, while administrative error led to
overcertification for 6.2 percent of applications and undercertification for 2.1 percent of
applications.®® The most common type of household reporting error was misreporting of total
income; this error affected 20 percent of certified students and denied applicants. Eight percent
of certified students and denied applicants had errors in the number of household members listed
on the form. The most common administrative error was certification of a student as eligible for
free or reduced-price meals when the application was incomplete and should have been denied.

According to the APEC study (U.S. Department of Agriculture/Food and Nutrition
Service, 2007b:53, Vol. 1), roughly 14 percent of those approved as eligible for free meals
should have been approved for a status with fewer benefits (8 percent for reduced-price and
6 percent for full-price meals). At the other end of the distribution, 36 percent of students whose
applications were denied, and thus were required to pay full price, should have been approved
for free or reduced-price meals (19 and 17 percent, respectively). Given the limited income range
over which a student qualifies for reduced-price meals, approvals for that category are the most
error prone. Roughly one-third of students approved for reduced-price meals should have been
approved for free meals, and 25 percent should have had their applications denied.

To quantify the potential effect of certification errors on the distribution of students by
eligibility status when the traditional method is used, the APEC study compared the distribution
of students based on the categories for which they had been approved with the distribution based
on their true eligibility status, using the sample of students who had undergone the certification
process and either had been certified for free or reduced-price meals or had their applications
denied.*® The distribution based on approval status was 78 percent free, 17 percent reduced-
price, and 5 percent full-price (U.S. Department of Agriculture/Food and Nutrition Service,
2007b:51), while the distribution based on true eligibility status was 74 percent free, 14 percent
reduced-price, and 12 percent full-price (U.S. Department of Agriculture/Food and Nutrition
Service, 2007b:53). It was also estimated (U.S. Department of Agriculture/Food and Nutrition
Service, 2007b:97) that the gross reimbursement error resulting from certification errors in the
NSLP was 9.4 percent of total reimbursements (sum of absolute values of overpayments and
underpayments divided by total cash and commodity reimbursement). Underpayment due to
undercertification offset some of the overpayment due to overcertification, resulting in a net
overpayment of 4.8 percent of total cash and commodity reimbursements.

The APEC study also evaluated noncertification errors, classified as cashier or
aggregation’’ errors. The study found that the process by which cashiers assess and record

*Denied applicants—that is, applicants who are not approved for free or reduced-price meals—can still
purchase meals at full price.

#Overcertification occurs when a student is certified for more benefits than those to which she or he is
entitled. For example, a student approved for free meals is overcertified if she or he should have been approved for
reduced-price or full-price meals.

**Because estimates were not obtained for students who did not apply, these distributions do not pertain to
all enrolled students.

37 Aggregation error is the sum of three potential errors: (1) the school does not sum meal counts correctly,
(2) the school does not report to the district correctly, and (3) the district does not report to the state correctly. The
error rate for the first type of error was very small, while the error rates for the second and third types were about
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whether a meal is reimbursable is a substantial source of erroneous payments, particularly in the
SBP, even though most schools had fairly low levels of cashier error. The high aggregate level of
cashier error arose from a few large schools having very high levels of this type of
noncertification error. However, it was conjectured that automated point-of-sale technology in
place in most schools would minimize this type of error.

Provisions and Options

With the traditional method, the accuracy of reimbursements depends on five factors:

1. the correct certification of students as eligible for free or reduced-price meals
(certification error);

2. the correct determination that a meal qualifies for reimbursement (cashier error);

the correct classification of each student taking a meal by approval category (free,

reduced-price or full-price) (cashier error); and

4. the summation of counts of meals served over cashiers and days, transmission of the
school’s meal counts by category to the school district, the state, and the federal
government for reimbursement (aggregation error).

[98)

For Provisions 2 and 3 and the AEQO, these same factors would contribute to errors in the
base year. The APEC study found that overcertification rates are higher and erroneous payments
due to certification error are more common in Provision 2 and 3 schools (in their base years) than
in schools using the traditional method. Erroneous payments in the NSLP were approximately
1.75 percent larger for Provision 2 and 3 schools. With these provisions, any overstatement (or
understatement) of claiming percentages for the base year will persist through subsequent years
of their use until a new base year is established. The APEC study did not differentiate between
schools in their first base year and subsequent base years, because the sample of Provision 2 or 3
schools was too small. In subsequent base years, there is likely to be more error because after 4
years of not taking applications, parents and school district staff have become less familiar with
the application and verification procedures and less skilled in carrying them out. In light of the
ongoing provision of free meals, some parents may not understand why applications need to be
submitted, and may not submit applications at all or take the time to complete them accurately.
School food service directors participating in the workshop hosted by the panel expressed
concern about such problems arising when a new base year is established. Because the AEO has
only one base year at the beginning of the process, the challenges associated with subsequent
base years will not obtain.

After the first base year, the reimbursements under Provisions 2 and 3 and the AEO
include any base year errors. Under Provisions 2 and 3, a new base year may be established,
possibly resulting in increased errors for reasons discussed above. In the years between base
years under Provision 2 and after the base year under the AEO, any additional errors due to
factors 1 and 3 are eliminated, leaving possible errors in determining that a meal qualifies for
reimbursement (factor 2), and compiling and transmitting the information (factor 4). In the years
between base years under Provision 3, any additional errors due to any of the factors are
eliminated, although there may be aggregation error in reporting to the district and state. In

2 percent and 1.5 percent of NSLP reimbursements, respectively. The last two error types typically resulted in an
overpayment to the school.
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addition, Provisions 2 and 3 are subject to errors due to the fact that claiming percentages or
meal counts are fixed and will not reflect changes in eligibility or participation rates, a source of
error that does not arise under the traditional method. Because the recommended procedures for
implementing the AEO include a base year only at the beginning of the process, the difficulties
associated with redoing a base year after several years of free feeding with no applications will
not be encountered. The AEO relies on the ACS for an annual update and thus accounts for
changes in a district’s socioeconomic conditions, albeit with a lag.

The panel is not aware of an analysis of the accuracy of the CEO and its impact on
reimbursements. This special provision is new, having been implemented in three states during
school year 2011-2012. Potential errors under the CEO include direct certification errors and
errors associated with using the factor of 1.6 to account for eligible students who are not
identified through direct certification (or lists used for identification). As with other provisions
and options, errors under the CEO also include errors in counting total meals and compiling and
transmitting data. While the CEO may not keep up to date with changes in the economic status of
the community, the school district has the option of conducting direct certification in any year
and using the new results if they would lead to an increase in reimbursement.
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TABLE 2-1 Percentage of Enrolled Students by Approval Status for School Meals Programs,
Fiscal Year (FY) 2005-2010

Approved for Approved for Must Pay Full Price
Fiscal Year Free Meals (%) Reduced-Price Meals (%) for Meals (%)
2010 42.5 8.4 49.1
2009 40.1 8.6 51.3
2008 37.9 8.6 53.5
2007 37.1 8.3 54.6
2006 37.8 8.4 53.8
2005 37.1 8.1 54.8

NOTE: Approval status for the school meals programs includes both the National School Lunch Program
(NSLP) and the School Breakfast Program (SBP).

SOURCE: Tabulation from the Food and Nutrition Service (FNS) National Data Bank provided to the
panel, July 5, 2011.
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TABLE 2-2 Numbers of Students Eligible for the National School Lunch Program (NSLP) from
Two Sources: (1) Current Population Survey (CPS) Estimates Based on Annual Income and
(2) NSLP Certifications for Free and Reduced-Price Meals (in thousands), 1993-1999

Free Meals Free and Reduced-Price Meals
CPS Certified CPS
Income- NSLP- Eligible Income- NSLP- Certified/

Year Eligible  Certified (%) Eligible  Certified Eligible (%)
1999 12,464 15,876 127 18,928 19,260 102
1998 13,128 15,965 122 19,190 19,067 99
1997 13,461 15,799 117 19,416 18,762 97
1996 13,382 15,415 115 19,727 18,273 93
1995 13,655 14,920 109 20,030 17,577 88
1994 13,718 14,396 105 19,609 16,952 86
1993 13,924 13,792 99 19,750 16,273 82

SOURCE: U.S. Department of Agriculture/Food and Nutrition Service, 1999:3, 5.
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TABLE 2-3 Official National School Lunch Program (NSLP) Participation (average daily
meals, divided by 0.927) and Percentage of Lunches Served by Approval Category, Fiscal Year
(FY) 2005-2010

Percentage of Lunches Served

NSLP Free Reduced-Price
Fiscal Year Participation (%) (%) Full-Price (%)
2010 31,746,374 554 9.5 35.1
2009 31,311,515 52.0 10.1 37.9
2008 31,015,551 49.6 10.1 40.3
2007 30,629,762 48.9 10.0 41.2
2006 30,128,292 49.0 9.8 41.2
2005 29,645,759 492 9.7 41.1

SOURCE: Tabulation from the Food and Nutrition Service (FNS) National Data Bank provided to the
panel, July 5, 2011.
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TABLE 2-4 National School Lunch Program (NSLP) Participation Rates by Approval Category,
Fiscal Year (FY) 2005-2010

Participation Rate (Percentage)

Reduced-Price-

Fiscal Year Free-Approved (%) Approved (%) Full-Price (%)
2010 81.9 73.1 43.7
2009 80.5 72.8 459
2008 80.7 72.2 46.4
2007 80.8 73.5 46.2
2006 78.5 70.8 46.3
2005 79.1 71.5 44.9

NOTE: The participation rate is computed as average daily meals served in category divided by the
product of .927 and the number of students certified in that category. The factor .927 is intended to
account for the fact that not all enrolled students are at school every day.

SOURCE: Tabulation from the Food and Nutrition Service (FNS) National Data Bank provided to the
panel, July 5, 2011.
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TABLE 2-5 Target Day Participation Rates in the National School Lunch Program (NSLP)
(percentage of enrolled students) from the School Nutrition Dietary Assessment Study-III, by
Income Level, Meal Category, and School Level

Elementary  Middle High All Students

Income/Meal Category (%) (%) (%) (%)
Income relative to poverty guideline:
Less than or equal to 130 percent 86.9 71.7 55.5 75.7
Between 130 and 185 percent 86.5 63.5 64.1 75.5
More than 185 percent 62.1 54.6 36.3 52.6
Receipt of meals (parent report):
Receives free or reduced-price meals 86.5 70.7 66.4 78.8
Does not receive free or reduced-price meals 60.1 51.9 34.3 49.6

SOURCE: U.S. Department of Agriculture/Food and Nutrition Service, 2007a:36, Vol. 1.
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TABLE 2-6 Federal Reimbursement Rates for 2010-2011 School Meals Programs by Eligibility

Category

Eligibility Category Lunch Rate Breakfast Rate
Free $2.72 ($2.74) $1.48 ($1.76)
Reduced-price $2.32 ($2.34) $1.18 ($1.46)
Full-price $0.26 ($0.28) $0.26 ($0.26)

NOTE: Dollar amounts in parentheses are reimbursement increments for schools serving large
proportions of free and reduced-price meals (see text).
SOURCE: http://www.fns.usda.gov/cnd/Governance/notices/naps/NAPs10-11.pdf.
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Provision 1

Provision 2

Provision 3

Community Eligibility Option

ACS Eligibility Option

Socioeconomic Survey Option

BOX 2-1
Special Provisions

Authorized in 1980. Must have 80 percent or more free- or reduced-
price-eligible. Applications every 2 years.

Authorized in 1980. Universal free. Base year with universal free.
New base year every 4 years unless extended. Reimbursement:
blended reimbursement rate (BRR) using percentage of meals
served by category in base year month times meals served in
current month.

Authorized in 1995. Universal free. Base year not necessarily with
universal free. New base year every 4 years unless extended.
Reimbursement: BRR using percentage of meals served by
category in base year month times meals served in base year
month times adjustment.

Authorized in 2010. Universal free. Implemented in three states in
2011, available to all states in 2014-2015. No applications; uses
direct certification and local lists. Reimbursement: BRR based on
adjusted fraction identified for free meals, zero for reduced price,
and for full price—1 minus the adjusted fraction for free times meals
served in current month. Direct certification to be performed at least
every 4 years.

Authorized for Secretary of Agriculture’s consideration in 2010.
Universal free. Base year with universal free. No new base year
required. Reimbursement: BRR based on benchmarked ACS
estimates of eligibility rates by category and base year participation
rates by category, times meals served in current month.

Authorized for Secretary of Agriculture’s consideration in 2010 for
implementation in not more than three districts. Universal free.
Periodic socioeconomic survey to estimate eligibility rates.
Reimbursement: BRR based on estimated eligibility rates times
meals served in current month.

SOURCE: Prepared by the panel.
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E7: All Students—True Eligibility
(Unobserved)

Certification process

|

Cr: Approved Students—Truth (Unobserved)

Certification errors

l

Co: Approved Students—Observed

Participation

'

Mo: Meals Served—ODbserved under
Traditional Approach

Participation
Response to Universal Free Meals

|

My: Meals Served—Universal Free Meals (Unobserved)

FIGURE 2-1 School meals process and distributions of enrolled students and meals served

across free, reduced-price, and full-price categories: traditional approach and universal free
meals.

SOURCE: Prepared by the panel
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Technical Approach

This chapter presents the framework established by the panel for evaluating the use of
estimates based on American Community Survey (ACS) data, describes the data and information
sources and how they were used, and provides an overview of the panel’s evaluation approach. It
also presents intermediate results, such as those related to the use of ACS variables to define
eligible students. Results of comparisons of estimates from alternative data sources are presented
in Chapter 4.

The key variables of interest for this study are the percentages of students eligible or
certified for free, reduced-price, and full-price meals and the percentages of meals served to
students in each eligibility category. These are the eligibility, certification, and participation
percentages shown in Figure 2-1 in Chapter 2. Estimates that can be computed from the ACS are
eligibility rates (with eligibility determined using ACS variables), while estimates that can be
computed from administrative data are certification rates that reflect students applying and being
approved or directly certified through the application, certification, and verification processes.
An ultimate goal is the determination of claiming percentages that reflect participation—meals
served by category—under a universal feeding option, also shown in Figure 2-1.

While the panel analyzed all eligibility, certification, and participation percentages (free,
reduced-price, and full-price), we focused on the blended reimbursement rate (BRR) described as
part of the reimbursement equations presented in Chapter 2. Looking at changes in the free,
reduced-price, and full-price percentages individually can be confusing because they are
correlated, making the impact of changes difficult to assess. The advantage of the BRR is t